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SUVMARY

This bill would require that the Franchi se Tax Board (FTB) conpile a nmonthly |i st
of the 100 | argest tax delinquencies under the Revenue and Taxati on Code (R&TC)
and post that list on the Wrld Wde Wb.

EFFECTI VE DATE

This bill would be effective January 1, 1999.

PROGRAM HI STORY

In March of 1995, Governor W/ son issued an executive order requiring all state
agencies to provide public information on the Internet. The California
Governnment web site was established allow ng agencies to conply with the
executive order and provide agency information w thout devel opi ng an i ndependent
web site of their own. The Franchise Tax Board (FTB) was the first departnment to
conply with the order by providing general information and forns on the Internet.
FTB has since established its owm web site to nore easily custom ze data and
gather statistics on information requests.

SPECI FI C FI NDI NGS

Federal Law provides that it is unlawful for any state and other enployees to
willfully disclose to any person, except as authorized, any federal return or
federal return information acquired by himor another person in any manner in
connection with his service as an enployee or an officer. Any violation of this
law is a felony punishable by a fine in an amount not exceedi ng $5, 000, or

i npri sonment of not nmore than 5 years, or both, together with the costs of
prosecuti on.

Federal and State |lawrequires state agencies to use strict requirenments and
guidelines in the use of personal information. The Information Practices Act of
1977 (CGvil Code Section 1798) and the California Public Records Act (CGov. Code
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beginning with Sec. 6250) provide neasures to assure fair treatnment of
i ndi vidual s who are the subjects of state agency records.

These acts place specific requirenments on state agencies in the collection, use,
mai nt enance and di ssenmi nation of information relating to individuals. Wth
exceptions, individuals nmay review, obtain copies, request amendnents and
corrections, and dispute information pertaining to themin state records.

Civil renedies and penalties are provided for violations that adversely affect
i ndi vidual s who are the subjects of State agency records.

The Revenue and Taxation Code (R&TC) provides for the confidentiality of tax data
and the statutory right to access data. All information on an individua

personal inconme tax return is confidential. Exceptions occur only when the

i nformati on has been nade a matter of public record. For exanmple, the filing of
a Notice of State Tax Lien with the county recorder’s office is tax information
that has becone public record. The notice includes the ampunt due, the name and
| ast known address of the taxpayer |iable for the anpbunt due, and the fact that
the FTB has conplied with all provisions of the law in the conputation and |evy
of the anount due.

Alien my be filed if a taxpayer or person fails to pay any liability inposed by
the R&TC at the tine it becomes due and payable. For the purpose of state tax
liens, amounts are “due and payable” on the foll ow ng dates:

1. For anounts of any liability disclosed on a return filed on or before the
date paynent is due (with regard to any extension of tinme to pay), the date
the anmount is established on the records of the Franchise Tax Board, except
that in no case will it be prior to the day after the paynent due date.

2. For anpunts of any liability disclosed on a return filed on or after the
date paynent is due (with regard to any extension of tinme to pay), the date
t he amount is established on the records of the Franchise Tax Board.

3. For anmpbunts of any liability pertaining to jeopardy assessnents, the date
the notice of the Franchise Tax Board s finding is mailed or issued.

4. For all other anmpunts of liability, the date the assessnent is final

The Taxpayer Bill of Rights requires notification be sent to the taxpayer at

| east 30 days prior to the filing of a state tax lien. The notification nust

i nclude the statutory authority for issuing the lien, the earliest date on which
the lien may be filed or recorded and the remedi es available to the taxpayer to
prevent the filing of the lien.

Once a notice of state tax |lien has been recorded or filed, a state tax |lien
continues in effect for 10 years fromthe date of recording or filing. The
recording of the state tax lien establishes a public record of the existence of
the state tax lien against all property and rights to property whether real or
personal, tangible or intangible, including all after-acquired property and
rights to property, belonging to the taxpayer and located in this state.
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The R&TC provides that certain extraneous matters relative to a corporation may
be disclosed only in response to a request regarding a naned entity and only if
there is no reason to believe that the information will be used for conmmerci al
i st purposes.

The R&TC considers extraneous matters to be the exact corporate title, corporate
nunmber, the date of the comrencenent of business in this state, taxable year
adopted, filing date of return, nane, date and title of individuals signing
affidavit to the return, due date of the taxes, taxes unpaid, entity s address,
private address of officers and directors.

This bill would provide that the FTB shall conpile a list of the 100 | argest tax
del i nquenci es under the Personal Inconme Tax Law (PITL) and the Bank and
Cor porati on Tax Law ( B&CTL).

This bill would provide that a delinquency consists of an anpunt of tax that has
been delinquent for nore than 90 days including any additions, penalties, or
i nterest.

This bill would provide that the list shall include for each deficiency the
foll owi ng information:

The nane of the delinquent taxpayer

The total delinquent anmount.

The length of tinme for which paynent has been deli nquent.
The type of tax, the payment of which is delinquent.

This bill would provide that the 100 | argest tax delinquencies under the PITL and
the B&CTL woul d be posted on the Wrld Wde Wb.

| npl enent ati on Consi derati ons

It is unclear if it is the author’s intent to conpile the 100 | argest
del i nquencies for the PITL and the B&CTL (200 total), or 100 |argest, taking
into account both PITL and B&CTL

This bill would provide that a delinquency consists of an ampunt of tax that
has been delinquent for nore than 90 days. It is unclear at what point a

t axpayer woul d be considered 90 days delinquent. For exanple, a taxpayer
may be 90 days deli nquent on an assessnent but in the mdst of the appea
process or tax court, or a taxpayer may have additional tax that is over 90
days due, but has made paynent arrangenents to resolve the tax due. The
term “del i nquency” would need to be clearly defined to allow the Franchise
Tax board to properly inplenent this bill.

The FTB receives approximately 14 mllion tax returns annually. An

uni dentified percentage of taxpayers have identical nanmes only properly
identified by the taxpayer’s social security nunber or taxpayer
identification nunber. Providing a taxpayer’s nane on the Wrld Wde Wb
may create financial difficulties for an innocent taxpayer who sinply has
the identical nanme as a taxpayer identified on the I|ist.
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Techni cal Consi derati ons

This bill would require the FTB to disclose private taxpayer information on
the World Wde Wb and, as a result, violate the state laws set forth in the
California Public Records Act, the Information Practices Act and the Revenue
and Taxation Code. This bill should be amended to add a reference
“notwi t hst andi ng” these other sections to clarify that this disclosure would
be al | owed.

This bill would require the FTB to post the list on the “Wrld Wde Wb.”
The “Wrld Wde Wb” is an informati on server on the Internet. It is
suggested that the term“Wrld Wde Web” be replaced with the term
“I'nternet,” as the nore inclusive term

FI SCAL | MPACT

Departnmental Costs

The provisions of this bill would not significantly inpact the departnent’s
costs.

Tax Revenue Esti mate

To the extent that this bill my negatively inpact the state’'s sel f-assessed
tax system this bill may result in a decreased but not quantifiable |evel
of conpli ance.

BOARD POSI TI ON

Pendi ng.



